DE 98-138

NEW HaMPSHI RE ELECTRI ¢ COOPERATI VE, | NC. /
GRANI TE STATE ELECTRI ¢ COVWPANY

Real i gnnment of Distribution Franchi se Boundaries
Order Approving Settlenent Agreenent

ORDER NO 23.206

May 3, 1999

APPEARANCES: Dean, Rice and Kane by Robert E. Dunn,
Esq. on behalf of the New Hanpshire El ectric Cooperative, Inc.;
Carlos A Gavilondo, Esg. on behalf of Ganite State Electric
Co., Inc., Gerald M Eaton, Esqg. on behalf of Public Service
Conpany of New Hanpshire, Inc.; and Eugene F. Sullivan |11, Esqg.
for the Staff of the New Hanpshire Public Utilities Conm ssion.
l. PROCEDURAL HI STORY

On January 28, 1998, Dr. Robert CGms filed a conplaint
with the New Hanpshire Public Utilities Conm ssion (Conm ssion)
on behal f of hinmself and nunerous nei ghbors concerning the
quality of service provided in the Methodist H Il area of the
Town of Enfield, New Hanpshire by the New Hanpshire Electric
Cooperative, Inc. (NHEC). Dr. Cims conplained that he and his
nei ghbors experienced nunmerous el ectric outages whil e nearby
custoners of Granite State Electric (Ganite State) did not
experience these outages. Dr. Cms requested that he and his
nei ghbors be allowed to receive service fromGanite State

thereby allowng themto receive the sane quality of service

provi ded nearby commercial custoners of Granite State.
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On Cctober 27, 1998, the Conm ssion issued an Order of
Notice initiating an investigation into the adequacy of service
provided in the Methodist H Il area of Enfield, and whether a
transfer of the territory fromNHEC to Granite State was in the
public interest. The Order of Notice made NHEC, Granite State
and Public Service Conpany of New Hanpshire (PSNH) mandatory
parties and schedul ed a prehearing conference for Novenber 19,
1998. NHEC, G anite State, PSNH, Dr. G ms and a nunber of
residents of Methodist Hill and Staff appeared at the prehearing
conf er ence.

At the prehearing conference, NHEC, Granite State and
PSNH presented an agreenent that would resolve the issue of the
adequacy of service provided to the residential custoners in the
Met hodist Hi Il area. The agreenent provided that G anite State
woul d continue to serve all existing and new “three phase”
custoners in the Methodist H Il area while NHEC woul d continue to
serve all existing and new residential customers in the sane
service area. NHEC would no | onger provide service fromthe
distribution line currently providing service, however, which is
the cause of the nunmerous service outages. Rather, NHEC and
Granite State would establish a new delivery point in the
Met hodi st Hi Il area where NHEC woul d take power from PSNH which
woul d be transmtted to and through Granite State’' s distribution
systemto the new delivery point.

In a public statenent given at the prehearing
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conference, Dr. CGms and other residents of the Methodist Hill
area expressed general dissatisfaction with the quality of
service they were receiving which consisted of nunerous outages
whil e they could see the lights of nearby commerci al

establi shnments served by Ganite State. The custoners al so
objected to the rate discrimnation that would result fromthe
proposed agreenent. That is, the custoners did not believe it
was appropriate that residential custonmers should pay NHEC rates
whil e commercial custonmers received substantially | ower charges
fromGanite State.

Staff al so objected to the proposed settl enent because
it would create unnecessarily redundant distribution systens in
the Methodist H Il area and is inconsistent wwth the plan of
di stribution systemreorgani zation set forth by NHEC and Granite

State in DE 95-290 that resulted in Ganite State providing three

phase service in the Methodist H Il area. See, Re New Hanpshire

Electric Cooperative, Inc. 80 NH PUC 732 (1995).

Fol |l owi ng the prehearing conference the parties and
Staff engaged in discovery and settlenent negotiations. The
negotiations resulted in a settlenent agreenent whereby the
service territories of NHEC, PSNH and G anite State would be re-
drawn to allow Granite State to provide all service to the
Met hodi st Hill area, and PSNH s service territory would be
adj usted to serve one custoner that |ies between NHEC s | ast

pocket of custonmers and the Methodist Hill area. The settl enent
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further provided that Ganite State woul d pay NHEC $116, 000 for
NHEC s facilities in the Methodist Hill area and that that sum
was the reasonable value of NHEC s assets in the area. NHEC was
paid the sumof $1.00 for the service area assuned by PSNH
1. COVWM SSI ON ANALYSI S

The issues for our consideration are whether the
proposed nodification to the distribution franchise boundaries
set forth in the settlenent agreenent is for the public good, RSA
374:22, 374:26, and whether the value assigned to the assets
transferred to G anite State from NHEC i s just and reasonabl e.
RSA 374: 30.

Pursuant to the public good standard, the Comm ssion
must determne that the transfer will not harmratepayers or may

in fact benefit custoners. See, Parker-Young Co. v. State, 83

N.H 551 (1929). Based on that standard we find that the
provision of service to this limted area of the Town of Enfield
by Ganite State will benefit custoners overall, and is,

therefore, for the public good.

The testinony at the March 18, 1999, hearing reveal ed
that NHEC s lines serving the Methodist H Il area run
approximately thirty mles fromthe nearest NHEC substation
t hrough rugged and nountai nous terrain and that the |ine serves

few custoners before reaching Methodist HIl. The testinony also
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revealed that the terrain traversed by the line resulted in
frequent outages to NHEC custoners, despite NHEC efforts to
inprove the quality of service. Nearby custoners of Ganite
State did not experience such outages, however, because service
was rendered only seven mles fromthe nearest substation through
three phase facilities. Gven the proximty and quality of its
facilities in the area, Ganite State is the sensible choice for
servi ce.

Thus, the provision of service by Ganite State to the
Met hodist Hi Il area is the prudent alternative given the
testinony presented to the Conm ssion because it allows for the
| ogi cal and orderly devel opnent of distribution systens in the
State. Mreover, we find the proposed settl enent agreenent

consistent with the Conmi ssion’s decision in Re_ New Hanpshire

Electric Cooperative, Inc. 80 NH PUC 732 (1995).

Based on the testinony we also find the price paid to
NHEC by Granite State and PSNH just and reasonabl e for ratenmaking
pur poses.

Based upon the foregoing, it is hereby

ORDERED, the Settlenent Agreenment is just, reasonable
and for the public good and it is, therefore, APPROVED.

By order of the Public Utilities Conmm ssion of New

Hanpshire this third day of My, 1999.
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Dougl as L. Patch
Chai r nan

Attested by:

Thomas B. Getz
Executive Director and Secretary

Nancy Brockway
Comm ssi oner



